
TITLE: CIB 95-29 - Procurement Reform - Documentation Requirements for
Non-Profit Recipients

December 13, 1995

MEMORANDUM FOR ALL GRANT/AGREEMENT OFFICERS AND SPECIALISTS

TO: Distribution List FAC

FROM: DAA/M, Michael D. Sherwin, Procurement Executive

SUBJECT: Procurement Reform - Documentation Requirements for Non-
Profit Recipients

CONTRACT INFORMATION BULLETIN 95-29

This Contract Information Bulletin pertains to assistance
instruments only, and is in addition to earlier requirements issued in
CIB 94-22.

To assist in meeting Agency streamlining goals, the collection of
documentation and the procedures for assurance of system compliance for
non-profit recipients of USAID awards is being revised. Recipients will
be asked to "self-certify" that their personnel, procurement, and
travel policies are compliant with applicable OMB circulars and other
applicable USAID and Federal regulations.  

How does the system work?

M/OP has prepared a series of reminder checklists (see
attachments) containing the most basic requirements that a recipient's
systems must meet in order for the recipient to certify that their
systems are in compliance with applicable Federal and USAID accepted
policies.  These checklists are not intended to be comprehensive, but
to highlight particular areas of concern.  Certification packages will
be sent to all non-profit recipients of USAID assistance awards
shortly.  These packages will contain the following information:

1. Checklists containing minimum requirements for  personnel,
travel, and procurement systems along with an appropriate
certification for their systems; 

 
2. A copy of the certificate covering "Assurance of Compliance

with Laws and Regulations Governing Nondiscrimination in
Federally Assisted Programs," and a statement regarding the
annual submission of the certificate (current laws do not
allow for annual submission of Drug Free Workplace and
Lobbying Certificates);

3. An explanation as to how the self-certification system is
supposed to function; and

4. An explanation of anticipated compliance testing by USAID
as well as during their annual A-133 audits;

Upon receipt of the certification package, the Recipient reviews
the package and completes the certification for their systems,



completes the Assurance of Compliance certificate, and then forwards
all of this to M/OP/PS/OCC.  

M/OP/PS/OCC will review and retain the certifications (both
system certifications and annual certification). The recipient must
also submit a copy of their systems certification with each proposal
they submit in response to a USAID RFA.

The systems certification will include language whereby the
recipient acknowledges the potential consequences of an inaccurate
(either false or intentionally misleading) certification which range
from being found not responsible for a particular award to being
suspended or debarred under AID Regulation 8.

The systems certification will also require that the recipient
agree to instruct the accounting firm that they retain to perform their
annual A-133 audits to include in their review of the recipient's
internal controls sufficient testing of the implementation of the
recipient's personnel, travel and procurement policies to confirm
compliance with Federal and USAID requirements.  The conclusions of
this compliance review are to be included in the A-133 audit reports
submitted to the government.

Testing for Compliance and Corrective Steps

During the annual A-133 audit of the Recipient, compliance
testing will take place.  If the compliance testing results in negative
findings appearing in the A-133 audit report then M/OP/PS/CAM and
M/OP/PS/OCC will assess the severity of the noncompliance(s).
M/OP/PS/OCC will be assigned the audit findings for resolution and, if
the noncompliance is considered severe, they may recommend that M/OP/E
issue a worldwide ALERT NOTICE (Pink Sheet) on the recipient informing
Agency offices that the recipient's systems certification is no longer
considered valid.  When the audit findings have been resolved
M/OP/PS/OCC will have the recipient execute a new systems certification
(with a current date).  They will then have M/OP/E cancel the ALERT
NOTICE and, in the process, notify Agency offices of the date on the
new (and acceptable) certification. 

Beyond the above described process, if an Agreement Officer has
specific concerns about a recipient, (s)he may request M/OP/PS/CAM to
do a review. M/OP/PS/CAM will do one of three things with requests of
this nature. They will i) provide the Agreement Officer with pertinent
information already available in their files on the recipient, or ii)
initiate a special review of the recipient either by CAM itself or by
DCAA, or iii) use the information from the Agreement Officer in their
supplementary instructions to the recipient's audit firm on their A-133
audit coverage.

In addition, to the extent possible, M/OP/PS/CAM will routinely
undertake periodic reviews of a few organizations to test the accuracy
and validity of the compliance certification process.



How will this help the prospective recipient?

Once USAID (M/OP/PS/OCC) receives a system compliance
certification  from a recipient, the recipient will be expected to
submit a copy of that certification with each future
application/submission they may make to USAID, as a result   Agreement
Officers should not request copies of any of the recipient's systems.
(We have modified Handbook 13 to delete the requirement for the
submission of each recipient's procedures in the January 1996 issuance
of the ADS.)  In addition, Agreement Officers shall not require
organizations to provide salary histories for any employees if the
organization has certified its systems.  This has, heretofore, been a
fairly common practice although it has never been authorized by
Handbook 13 and its discontinuance will save substantial time and
effort.  This system should reduce the number of document submissions a
recipient will have to make to the Agency.  The reduction in the
duplicate data collection will be beneficial to both USAID and to
grant/agreement recipients. 

What if the Recipient Doesn't Certify? 

Given the language in the systems certification, the intentions
and the business acumen of a potential recipient of a USAID assistance
award who refuses to certify would have to be considered suspect.  This
is because, by refusing to certify, the potential recipient may be
saying that they do not intend to comply with USAID's requirements.  In
such a case, it should be very difficult for an Agency Agreement
Officer to find the organization responsible, since one of the most
basic underlying assumptions in any USG contract or assistance award is
that the awardee will comply with all applicable Federal (and USAID)
laws and regulations.  

What does this change mean to Agreement Officers and Negotiators?

First, it means that there will be a basic presumption (as  in
contracts) that recipients will comply with the government's
requirements and the Agency will expect (and rely) on each recipient's
ability to manage itself in accordance with the terms of the
agreement., e.g., that they will employ, pay, promote, travel, etc.
their employees and award and administer subagreements in accordance
with the requirements stipulated in their agreements.  This will result
in less "micromanagement" of recipients by Agreement Officers,
negotiators, COTRs and other project staff.  Since we will be relying
on the recipient to manage itself, we will be in a much stronger
position to take remedial action if that management is found by
subsequent program reviews, audits, etc. to be deficient.  On the other
hand, this approach does not relieve Agreement Officers and negotiators
of their basic responsibility to assure that agreement costs/prices are
fair and reasonable.  



Just because a prospective recipient has certified its systems does not
mean that USAID should automatically accept, among other things,
proposed salary levels, etc. i.e., a proposed employee in a proposal
may have supportable salary level of $90,000 per year but if the
position proposed for the person is really only a $60,000 per year
position, perhaps the wrong person is being proposed (or maybe the
recipient doesn't understand the job to be done).  In any event, the
recipient should be expected to justify the levels of costs in their
proposal to the satisfaction of the Agreement Officer/negotiator.  Once
the cost levels are determined to be fair and reasonable at the time of
award the Agreement Officer/negotiator will have their agreement
administration efforts supplemented by annual A-133 audits which will
review the recipient's compliance with the government's requirements
and the effectiveness of their internal management controls.  Again
this audit support does not relieve the Agreement Officer/negotiator
and/or COTR from their responsibility to administer the agreement.

Attachments:
  1. Personnel Systems Checklist
  2. 0Procurement System Checklist 
  3. Travel System Checklist
  4. Sample Recipient Certificate of Compliance



Basic Reminder Checklists

NOTE:  The items on the checklists presented below are not intended to
be comprehensive, but to highlight particular areas of USAID concern.
When an authorized officer of a non-profit organization signs the USAID
systems certification form they are indicating their commitment to
comply with all applicable Federal and USAID regulations (not just
those included on the checklists).

Personnel Policy 

The organization's Personnel Policy must, at a minimum:

- establish compensation policies for each position category,
including salary, leave and other benefit entitlements that are
uniformly followed for all of its employees;

- cover hiring, promotions, and dismissals;

- be applicable to all employees, whether or not they are working
on Government-funded awards; 

The allowable costs under the policy must be in accordance with
the applicable cost principles established by the Office of
Management and Budget in applicable OMB Circulars.

Travel Policy

The organization's Travel Policy must, at a minimum:

- establish procedures for how travel costs will be determined
(e.g., per diem, actuals, etc.);

- establish internal travel approval requirements;

- cover both domestic and foreign travel by all employees,
whether or not it is financed by the government.

- specify which class of air carriage is allowable in particular
circumstances; 

- for travel financed by the U.S. Government, conform to the
requirements of the Fly America Act; and

- provide for any travel notification or approvals required by
OMB Circulars and/or specific requirements in awards from USAID.

  
The allowable costs under the policy must be in accordance with
the applicable cost principles established by the Office of
Management and Budget in applicable OMB Circulars.



Procurement Policy

The organization's Procurement Policy must, at a minimum:

- include standards of conduct governing the performance of
employees engaged in the award and administration of contracts
and assistance agreements;

- provide that all procurements shall be conducted in a manner to
provide, to the maximum extent practical, open and free
competition; 

- provide for positive efforts to utilize small businesses,
minority-owned firms, and women-owned businesses whenever
possible, including to the maximum extent possible, providing
information to the USAID Office of Small and Disadvantaged
Business Utilization 45 days prior to placing a contract or order
in excess of the small purchase threshold;

- provide that some form of cost or price analysis be made and
documented for every procurement action; and

- require that appropriate procurement records be maintained.

For organizations governed by OMB Circular A-110 (codified by
USAID at 22 CFR Part 226), the policy must be consistent with the
standards set forth in 22 CFR 226.40 through 226.49.

LETTERHEAD

Date
       (RECIPIENT CERTIFICATE OF COMPLIANCE)

To: Mr. James J. Deery
Contracting Officer
M/OP/PS/OCC

I,______________________, _____________________, as a legally 
  Name (Printed or Typed)       Title
authorized representative of ________________________________

Organization Name
do hereby certify that, to the best of my knowledge and belief, this
organization's management and other employees responsible for their
implementation are aware of the requirements placed on the organization
by OMB Circulars, and Federal and USAID regulations with respect to the
management of, among other things,  personnel policies (including
salaries), travel and procurement under this agreement and I further
certify that the organization is in compliance with those requirements.

I, we, understand that a false, or intentionally misleading,
certification could be the cause for possible actions ranging from
being found not responsible for this award to suspension or debarment
of this organization in accordance with the provisions of USAID
Regulation 8.



I, we, further agree to instruct the accounting firm that this
organization retains to perform its annual audits, as required by OMB
Circular A-133, to include in their review of our internal controls
sufficient testing of the implementation of our personnel, travel and
procurement policies to confirm compliance with Federal and USAID
requirements.  The conclusions of that compliance review will be
included in the A-133 audit reports submitted to the government.



I declare under penalty of perjury that the foregoing is true and
correct.

_________________________
Signature

_________________________
    Type or Print Name

_________________________
Position Title

_________________________
Date of Execution


